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Dear ‘ir or Madem:

We have comsidered your application for recognition of exemption frouw

Yederal income tax under section 501(c)(7) of the Internal Revenue
CCude .

The informetion you subpitted indicates your orgsnization was incorporst.-
d under the Non-Frofst Laws of the State of -

The Purpoaes of the Cludb include promotion of members' enjoyment in riding
motorcycles.

The cludb was formed to stimulste s frxiendly relationship between motorcyclists

and the general public ass well as to “rasist membders snd nonmewmbers of the
eludb.”

Membership consists of two classes, active gud homorary. Active meshers
“shall be riderse or wotorcycle enthusisste or active in motorcycle busi-
nesses.” Only acrive mewbers may vote in club offoirs snd a teo-thirds vote
of active members .8 required to approve honorary mewders. Bomorery members
"shall be women motorcyele ridevs, wives und others.”

Activities consist of off-rosd races and sotorcycle events, conducted by

volunteer semdere. The gemeral public is emcouraged to attend by peid
sdvertising.

fources of revenwe are clud dues snd entry fees. Totsl receipts frowm dwes
vary each year frow Oq to a high of 8 The elud hss provided an
annual classification of receipts as followe:
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These ratios produce percentages of ron-wember income of 2 -; B
snd - respectively.

Section 501(c)(7) of the Internal Revepuc (ods provides exemption for:

“Clubs organized for pleasure, recreation snd othcr nonprofitable
purposes, substantielly o)) of the activities of which are for such

purposes snd no part of the net earnings of which inures to the benefit of
any private shereholder.”

Section 1.301(c)(7)-1 of the regulationk provides, in part, ss follows:

“(a) The exemption provided by section 501(e) for organizetions

cdescr’bed in section 3C1(c)(7) wpplies only to clubs which axe

org nisrd and opereted exclvaively for pleacure, rrcrcation, ond

other nonprofiteble puipomses, but does rot apply to any club 1€ any part

of i{ts net earnings inures to the benefit of any private shareholder. Tn
generel , this exemption extends to sactal and recreatior clubhs which are
supported solely by membership fees, dues, and rssessments. Fowever, a

clud othervisc entitled to exemption wii! et bhe dlgqualifing because 1t

raises revenue from mewmbers through the use of club facilitiea or in
connection with club activities.”

Your attention is invited to Revenuce Procedurc 71-17, modified by Public law Q-
568, which sets forth liwitations on the extent to which nommembsrs nmay
participatu in sctivities you sponsor, sm wel'! as tle record-kceping
requiremonts relevent to such participation. Ilndec Fublic Law 94-56F  no more
than 15 percent of gross receipts can be derived from the use of clud

facilitirs and services by the ganeral public.

Ravenue Ruling 60-324, 19¢0-2 C.B. 173 deacrites an orgenizaticn exempt under
Code section 301 (e)(7) in which a social club allowed numerous nomrmembar ueage
to an cextent that the cludb vas found to be catering te the generasl pudblic
rather than operating foi srmbers' pleasure »nd recrratfon. bSalient {ssues
{ncludea the recurrence of non—mmber invelvement as well as the pagnitude of
nov-aesber participation.

Rav~nue Puling 65-63, 1965-1 C.B. 240 concerrs an organizstion condurting
sports cav events. The activities are conducted by unpaid volunter: members.
Because public spectstors stre attractad, rs well aa to !naurs against inherent
dangers snd hazards, 1{ability insurance s carried. The gencrsl pudlic te
permitted to attend reces on a recurring baseis hy paying » fre. Publlc
patronage is solicitad by sdvertising. The resultant {ncomr pays for race
expenses, timing devices, signals, eqi-ipment, and lfability insurance. Thie
revenue ruling concludes thet public patronage is permissible {f incidentel; {f




it furthers clod purposes; and if net income does not tnure to members.
Howevaer the dsscrided organisation had activities of euch magnitude and

recvrrence in permitting pewdlic patronage as to ccastitute engeging is business
with the general public snd was not exampt.

Your oxgasmimation h-s an eatablished pattern of operating {m which ner—memder
recaipts are not trivial} nor-uember receipte recur) and nop-member receipts
are significant and sadstantial. Therefore, the requiremente of Codé sectionm

501(ec)(7) are mot mat. Consequently, exempt status camnet be granted amd
Federsl income tax returns should be filed.

If you do not agree with these conclusions, you may, within 30 days from the
date of this letter, fils in duplicate » bdrief of the facte, law, and argmment
that clearly sets fortl your positioen. If you deelre an orsl] discuseion of the
issue, pleace indicate thias {n your protest. The enclosed Publicstion 892
gives instructions for filing s protest.

If you do not file a protest with this office within 30 days of the date of
this repcrt or lettar, this proposed determination will decome final.

1f you agree with these conclusions cor do not wish to file a writtem protest,

please sign sud return Yorm 6018 in the enclosed self-addressed emvelope as
soon as possible.

If you have any further questions, plesae contact the person vhose vame and
telephone number &1 shown st the beginning of this letter.

Sincerely,
]
District Director
Incloeures:
Publicstion 892
Torm 6018
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